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Key Economic Indicators 


All values in millions of U.S dollars unless otherwise 
stated. Average exchange rates: one U.S. dollar equals 
109.86 pesetas (1982): 143.49 (1983) and 160.79 (1984). 


1982 1983 1984 % Change 
1983/1984 


GDP at current 

prices 179,654 158,078 160,930 14.0(a) 
GDP at constant 

prices 53,920 55,248 56,527 2.3 
Per capita GP 

at current prices 4,717 4,133 4,126 = ae 
Industrial 

production index 

(1974-100) 129.7 133.2 134.3 0.9 
Housing starts 

end of period 

(thousands) 217.2 226.8 170.7 -22.4(b) 
Index of average 

hourly wages 

(Nov/Dec 180, 

Jan 81-100) 125.8 143 161 12.6(b) 
Labor force 

(thousands) 13,000 13,122 13,165 0.8(b) 
Unemployment 

(thousands) 2,217.5 2,386.2 2,716.2 16.3(b) 
Unemployment 

rate (%) 16.3 17.8 20.6 


Money and Prices 


Money Supply 
Annual growth (M3) 14 13 i2 


Central bank 

discount rate (%) 8 8 8 
Consumer price 

index (1976-100) 261.3 293.1 326.1 
Producer price 

index (1974-100) 312.9 365.8 397.5 


Balance of Payments and Trade 


Gold and foreign 

exchange reserves 11,530 11,228 15,788 
External debt 

(public and 

private) 28,772 29,462 29,577 
Exports, FOB 20,498 19,734 23,560 
U.S. share (%) 6.4 7.3 9.5 
EEC share (%) 45.8 48.3 49 
Imports 31,465 29,194 28,830 
U.S. share (%) 13.8 11.9 11.2 
EEC share (%) 31.3 32.3 33.4 
Trade balance -10,967 -9, 460 -5,270 
Current account -4,124.5 -2,771.7 2,068.7 


Main imports from U.S. (1984): soybeans (441.2 million 
dollars) yellow corn (222.4 million dollars), tobacco and 
cigarettes (211.1 million dollars) petroleum products 
(193.7 million dollars), computer and peripherals (144.8 
million dollars), coal (106.7 million dollars), aircraft 
and parts (91.7 million dollars), scrap steel (54.7 
million dollars), sorghum (46.6 million dollars), ships 
and parts (45.1 million dollars). 


Main exports to U.S. (1984): steel products (361.6 million 
dollars), footwear, leather (335.8 million dollars), 
petroleum products (147.6 million dollars), motorvehicles, 
parts and tires (118.6 million dollars), olives (62.3 
million dollars), hydraulic cement and clinker (48.9 
million dollars) gold and silver bullion (39.0 million 
dollars), data processing machines (21.4 million dollars). 


Notes: (a) because of the high exchange rate movements of 
recent years, U.S. dollar comparisons are misleading. 
Percentage changes are based on peseta values. 

(b) Source: Instituto Nacional de Estadistica. 





OVERALL PERFORMANCE 


Year end 1984 results showed progress on the two priority 
economic objectives of the Socialist Administration: 
inflation and the balance of payments. Inflation, which 
was running at approximately 14 percent when the new 
government took over at the end of 1982, was reduced to 9 
percent last year. A rapid spurt in Spanish exports 
shifted the current account balance from close to a $2.7 
billion deficit in 1983 to an unexpectedly large surplus 
of $2 billion. 


The strong external demand for Spanish products, due to a 
sharp devaluation of the peseta in 1982 and a more bouyant 
international economy, helped Spain register a respectable 
real GDP growth rate of 2.2 percent in 1984. Despite the 
boost given the economy from external demand, the internal 
economy remained moribund, as both private consumption and 
domestic investment declined. Weak domestic demand and 
structural rigidities in Spanish labor markets led to a 
continuing decline in employment over the year and by the 
end of December unemployment stood at 20.6 percent. 
Official unemployment statistics are almost certainly 
overstated due to the existence of a large “underground 
economy", but it is clear that unemployment is a serious 
economic problem. 


With the progress made in correcting imbalances in the 
economy in 1984, Spanish authorities believe they have 
laid the ground work for cautiously expansionary 
policies. The major elements in Spanish economic policy 
announced last fall include: 


- a less restrictive monetary policy to bring down 
interest rates, 


a gradual reduction in the government budget 
deficit to 5.0 percent of GDP in 1985 and 4.5 
percent in 1986, 


continued wage restraints, with a range of increase 
in salaries of 5.5 - 7.5 percent in 1985. 


and a cautious liberalization of government 
regulations that add rigidities to the structure of 
the economy. 





With the expectation of a slow down in the growth in 
Spanish exports from the red hot pace of 1984, Spanish 
economic authorities nope to stimulate both private 
consumption and investment in 1985 and allow internal 
demand to play a greater role in economic growth this 
year. Results from the first quarter, however, showed a 
faster than expected slow down in external demand and few 
indications of a stronger domestic economy. 


In response to the disappointing results of the first 
quarter, Minister of Economy and Finance Boyer announced 
in April new measures to stimulate domestic consumption 
and investment. These measures included: 

~ cuts in tax withholding, concentrated in lower 
income groups, which will put approximately 100 


billion pesetas into the hands of consumers over 
the year, 


the elimination of rent controls on new housing and 
a favorable form of accelerated depreciation to 
encourage investment, 


measures to reduce the burden that businesses carry 
in social security contributions for workers under 


the age of 26 and proposals to subsidize the wages 
of young workers, 


liberalization of the prior review requirement on 


foreign investment, except in a few restricted 
sectors. 


Under these new measures, the government foresees a sharp 
pick-up in private consumption (1.0 percent in real terms) 
and investment (3-5 percent). Even with a slow down in 
the contribution to growth provided by the external 
sector, results in this range would allow a real growth 
rate 2.0 percent for the economy as a whole. The 
government also expects to make further modest progress on 
inflation (slightly less than 8 percent for the year) and 
register another significant surplus on the current 
account (2-2.3 billion dollars). 





ECONOMIC GROWTH AND THE NATIONAL ACCOUNTS 


For a country still undergoing adjustments to correct 
internal and external imbalances, Spain registered 
respectable export-led growth in 1984. While estimates of 
real growth vary among Spanish statistical agencies, the 
Bank of Spain estimates GDP growth of 2.2 percent for last 
year. All of this growth can be attributed to strong 
external demand, with Spanish exports registering a 
remarkable 15.4 percent real growth rate. The internal 
economy weakened over the year, with internal demand 
declining by .8 percent. Table I below shows Spain's 
national accounts for 1983 and 1984, 


Table I: Spanish National Accounts 
(real growth rate in pesetas) 


1983 


Consumption 1.2 
Gross Capital Formation - 
Internal Demand 

Exports 

Imports 

GDP growth 


Source: Bank of Spain Annual Report 


Despite the weakness of the internal economy, most of the 
domestic sectors showed gains in output last year with 
industrial production up 2.0 percent, services up 2.1 
percent, and agriculture registering a record harvest with 
a 10 percent increase in production. The hardest hit 
sector last year was construction, which declined by 3.5 
percent due to slack private and public investment demand 
and to high interest rates over most of the period. 

During 1984, housing starts declined by 10.2 percent and 


public work projects by 11.7 percent (according to Bank of 
Spain statistics). 





UNEMPLOYMENT AND LABOR 


While the economy showed some growth, unemployment in 
Spain continued to rise over 1984, reaching 20.6 percent 
by the end of the year (according to INE figures). This 
figure is almost certainly over-stated due to the 
existance of a large "underground" economy, which 
observers estimate equals from 15 to 25 percent of GDP. 
During 1984, the National Institute of Statistics 
estimates that slightly over 300 thousand jobs were lost. 
Employment declined by 7.79 percent in the agricultural 
sector, 2.6 percent in industry, and 5.0 percent in 
construction. The loss of employment in these sectors was 


partially off-set by a 5.1 percent gain in public sector 
employment. 


In contrast to labor costs that were climbing in excess of 
13.5 percent over the three previous years, the growth in 
salaries and benefits moderated last year. Labor costs 
per worker increased by 10.1 percent last year, with 
social security costs increasing slightly faster than 
wages. With a strong 4.2 percent increase in 
productivity, unit labor costs increased by a relatively 
modest 5.7 percent, close to half the rise in 1983. 


The loss of employment last year, and to a lesser degree 
the strong increase in productivity, were reflections of 
attempts by both private and public sector enterprises to 
reduce their workforce. Labor legislation in Spain makes 
it very costly to lay-off workers during periods of slack 


demand and many Spanish firms suffer from accumulated 
excess employees. 


Labor conflicts in 1984 were less numerous than in 1983, 
but strikes involved more workers and a greater loss of 
man hours. Total man days lost in 1984 due to strikes 
increased by 34 percent, going from 4.9 million in 1983 to 
6.5 million in 1984. The government estimates that 20.7 
percent of the man days lost arose from disputes over 
implementation of labor force reductions under the 


industrial reconversion program, principally in public 
sector firms. 





INFLATION AND MONETARY POLICY 


The gradual but consistent decline in monetary growth 
initiated in 1982 began to bear fruit in 1984 as the rate 
of inflation (measured by the consumer public index) fell 
to 9 percent, compared to 12.2 percent in 1983 and 14 
percent in 1982. In addition to the role played by 
stricter control of monetary aggregates, some temporary 
factors - wage restraints, slower growth in the cost of 
imported goods, and a stronger peseta against European 
currencies - helped achieve this favorable outcome. The 
Socialist Administration hopes to make further but modest 
progress on inflation in 1985, with a target rate of 8 
percent. The government will be helped in meeting this 
target by some of the same factors as last year, but 
faster monetary growth in the last half of 1984 and the 
possibility of a larger than expected government budget 


deficit due to the April tax cuts may complicate this 
effort. 


Spanish monetary authorities set stricter monetary targets 
for 1984, with the mid-point of the target range for APL 
(liquid assets in the hands of the public, a broad gauge 
of the money supply roughly equivalent to M-4) reduced to 
12.5 percent compared to 16 percent in 1983. Over the 


year as a whole, growth in APL fell from 16.1 percent in 
1983 to 13.9 percent in 1984. Table II below provides a 


quick summary of Spanish monetary targets and growth of 
monetary aggregates: 


Table II: Spanish Monetary Targets 


1982 1983 1984 


Mid-range of Target 16.0% 12.5% 
APL Growth 17.7% 16.1% 13.9% 


Source: Bank of Spain Annual Report 





The Bank of Spain was aided in its efforts to reduce money 
supply growth by slack private sector demand for credit, 
while increased foreign currency earning - particularly 
over the summer - led to uneven results over the year. 
Much of the progress in limiting monetary growth came over 
the first five months of the year, when APL grew at an 
annual rate of 11.9 percent. Tourist receipts, which 
swelled foreign currency reserves, contributed to a surge 
in monetary @9gregates in June and July (with an annual 
growth rate of 20.5 percent), before the growth rate 
settled down to a rate of 13.3 percent over the rest of 
the year. 


Interest rates in Spain fell sharply over the last half of 
1984, in response to lower inflation, slack credit demand, 
and less restrictive monetary policy. Rates for one month 
money on Spain's inter-bank market declined from 17.1 
percent in January to 11.96 percent in December. By the 
end of the year, the prime rate stood at 15.84 percent, 
compared to 17.3 percent at the end of 1983. 


BALANCE OF PAYMENTS 


1984 was a particularly successful year for Spain's 


balance of payments position, as the 2.7 billion dollar 
deficit on the current account shifted to a 2 billion 
surplus last year. More rapid growth in the OECD 
economies, particularly the United States, and the 
improved competitive position of Spanish exports due to 
the devalution of the peseta in 1982, led to a 15.6 
percent increase in exports in dollar terms last year. 
Total exports reached 23.1 billion dollars. Spanish 
imports fell slightly to 27.1 billion doilars due to the 
relatively sluggish internal economy, leaving a trade 
deficit of slightly over 4 billion dollars. 


Spanish exports performed particularly well in the OECD 
markets. Exports to the EC countries (which account for 
nearly 50 percent of total Spanish exports) increased in 
nominal peseta terms by 35 percent. Growth of exports to 
the U.S. market was even more spectacular, with an 
increase of 75 percent. The one geographic area where 
Spanish exports declined was the OPEC nations, where lower 


oil prices impeded new purchases and where Spanish exports 
declined by 13 percent. 





In product lines, the increase in exports was more or less 
across the board. Agricultural and processed food exports 
increased by 31 percent, consumer goods by 34 percent, led 
automobiles export increase of 39 percent. Capital goods 
exports did particularly well, with a total increase of 52 
percent. Of this total,machine tools increased by 52 
percent, and transportation equipment by 20 percent. 


Spain also had a good year for services receipts, with the 
net services surplus increasing to 5.3 billion dollars or 
Slightly over 40 percent. In 1984 net tourist receipts 
totaled 6.9 billion dollars compared to 5.9 billion 
dollars in 1983. Net investment income was in deficit by 
2.2 billion dollars, or about the same as last year. With 
net transfer into Spain declining to about 814 billion 


dollars, the current account surplus amounted to 2 billion 
dollars. 


Spain continued to attract foreign capital in 1984, as 
long term capital inflows reached 3.3 billion dollars 
compared to 3.1 billion dollars in 1983. Of this total, 
the private sector borrowed in net 2.1 billion dollars and 
the public sector slightly less than 1 billion dollars. 
Private Direct Investment in Spain continued to grow last 
year reaching 1.33 billion dollars (as a Balance of 
Payments basis). This amounted to a 40 percent increase 
in current pesetas over 1983. The countries with the 
largest amounts of direct investment in Spain were the 
U.S. with 218 million dollars, FRG with, 167 million and 
UK with 128 million gollars, 


With a surplus on the current account and strong long term 
capital inflows, Spain showed a 40.6 percent increase in 
foreign currency reserves. By the end of December, 
official reserves amounted to 15.78 hillion. Total 
foreign debt at the end of last year stood at 29.6 
billion dollars. 





With improvements in Spain's balance of payments and 
inflation rate, the peseta remained relatively strong in 
1984, On a trade weighted basis, the peseta appreciated 
by approximately 2 percent. This over-all measure, 
however, hides considerable variation among currencies. 
The peseta depreciated by 9.6 percent against the dollar 
and 2.4 percent against the yen. However, it gained 5.6 
percent against the ECU over the year, which includes the 
currencies of Spain's major trading partners. With 
Spain's inflation rate continuing to exceed those of it's 
OECD trading partners the appreciation in real terms was 


much larger, a fact that may well have an impact on 
Spanish exports in 1985, 


STRUCTURAL PROGRAMS 


In addition to the macroeconomic strategy outlined 
earlier, the Socialist Administration is proposing a 
program of structural reform of the economy. The 
principal elements of this program include: 


Industrial Reconversion - This program is designed to 
consolidate and modernize Spanish industry and leave 
important industrial sectors in a more competitive 


position in preparation for Spain's entry into the EC. 
While this program has been subject to administrative 
delays and has met strong opposition from the unions, 
implementation of this program is now well advanced. 
Nearly 55 percent of the labor force reduction has now 
been completed and nearly 45 percent of the temporary 
subsidies and credits to cushion the adjustment have been 
authorized or disbursed. The principal industrial sectors 
participating in this program include: steel, speciality 
steel, shipbuilding, textiles, footwear, and domestic 
appliances. The government estimates that the cost of the 
restructuring will eventually reach 6 to 7 billiondollars and 
involve a reduction in employment in the sectors of around 
70 thousand jobs, concentrated mainly in the public sector. 





Labor Flexibility - Spanish workers enjoy substantial 
security in their jobs. While this has increased 
stability in the work environment, it has left some firms 
with problems of overemployment and has complicated 
government efforts to reduce unemployment. The government 
has implemented measures to increase the flexibility of 
firms in hiring young workers on temporary contracts of up 
to three years. Hiring of younger workers will also give 
businesses benefits on employer contributions to the 
social security system and there are now proposals to have 
the government pay a portion of the wages for employees in 
this category. This measure is expected to reduce fears 
by businesses that expansion of payrolls will result in 
overemployment if demand later turns down, and should help 
reduce Spain's serious problem of unemployment among the 
young. 


EC Entry - Spain, along with Portugal, iis slated to join 
the European Economic Community as from January 1, 1986. 
Adjustment of Spain's customs tariffs to meet those of the 
EC's Common External Tariff will, in most cases, be 
accomplished in stages over seven years. Internal 
adjustments, such a restructuring fisheries, and steel 
production, will be subject to shorter transition 

periods. Full access to EC markets for Spanish fruits and 
vegetables will take ten years. The actual economic 
impact of the complex terms of accession will take several 
years to evaluate. Initial views are that many small to 
medium size Spanish industrial firms may not survive very 
long in the face of tough EC competition in Spanish 
markets. Those surviving will adopt new technologies and 
improve productivity and quality. Some parts of Spain's 
agricultural sector, on the other hand are expected to do 
well. Others, such as the dairy and meat sector, will be 


set back. Certain U.S. agricultural exports to Spain are 
likely to decline. 


Social Security Reform - Over the objections of Spanish 
unions, the government recently introduced reforms in the 
Spanish social security system. These changes will 
tighten up pension eligibility requirements and reduce new 
pensions by approximately 8 percent. These reforms should 
help put the system on a more firm financial footing and 
slow-down the escalating costs of social security. 





Government Budget Deficit - The government hopes to bring 

down the size of the government budget deficit from the 6% 

of GNP registered in 1982 to 4.5 percent of GNP in 1986. The 
budget deficit in 1985 will decline to 5.0Percent of GNP, based 
on spending increases of 12 percent and revenue gains of 17percent 
Recent tax cuts, however, may change the budget picture 
somewhat. While the revenue gains in 1985 are based on 
economic growth and more effective tax collection, the 

planned implementation of the value added tax (VAT) upon 
Spain's entry in the EC should provide a new source of 

revenues to help bring the budget into closer balance. 


Agriculture 


Spain's agricultural production reached record levels in 
1984, increasing by about 8 percent from 1983. 
Benefitting from exceptionally favorable weather, Spain 
harvested a record-large winter grain crop and most other 
crops, with the exception of fruits, recovered from the 
previous drought reduced level. Meat output was stable. 
Mainly as a result of increased agricultural production 
and the appreciation of the dollar, Spain's agricultural 
trade deficit declined by almost $900 million in 1984. 


Leading agricultural imports were feed grains, soybeans, 
coffee, leaf tobacco, forest products, cotton and hides 
and skins. Major exports were citrus, processed fruits 
and vegetables, wine, fresh vegetables and soybean oil. 


Farm production is expected to decrease somewhat in 1985, 
due to a probable slight decline in the output of grains 
and smaller production of fruits and vegetables, olive oil 
and possibly wine. Production of livestock products will 
likely show a modest increase in 1985. Spain's 
agricultural imports may show a slight decline in 1985 as 
a result of large domestic grain supplies and a decline in 
soybean crushings. The projected decline in fruit and 
vegetable supplies coupled with reduced exports of soybean 
oil will cause a moderate decline in agricultural exports. 





Energy 


In 1984 Spain's final energy consumption totaled 70.37 
million (tec) or metric ton coal equivalent, an increase 
of 1.3 percent over 1983. Electricity consumption 
increased 5 percent. The share of domestic production of 
Spain's energy consumption grew to 44.4 percent as three 
new nuclear power reactors were connected to the national 
grid and a new gas field began to be tapped. 


The breakdown of Spain's primary energy sources in 1984 
was as follows: petroleum products, 52.7 percent; coal, 
24.8 percent; hydroelectric, 11.7 percent; nuclear power, 
7.7 percent; and gas, 3.1 percent. Petroleum's share as a 
primary energy source continued to decline while nuclear 
output doubled and favorable weather increased 
hydroelectric power output. 


In the first four months of 1985 petroleum consumption 
continued to decline slightly. Total consumption was 12, 
160,495 metric tons, of which 752,033 metric tons came 
from domestic reserves. Spain's main suppliers of 
imported petroleum were Mexico (which supplied 20 percent 
of total imports), Irag, Nigeria, Iran and Angola. 
Combined imports from these countries represented 58 
percent of Spain's total petroleum consumption during this 
period. GOS-controlled domestic petroleum product prices 
remained at 1984 levels despite the lower market price of 
crude and Spain's gradual shift to more spot purchases. 


In March Spain and Algeria resolved their longstanding gas 
contract dispute. Under the new contract, Spain will 
purchase 15 billion BTUs of gas per year from Algeria 
until 1988 while it constructs the infrastructure 
necessary to broadly expand gas usage. Spain's contracted 
purchases will increase there-after to a maximum of 38 
billion BTUs in 2002. Spain's total purchase was reduced 
40 percent from the original 1975 contract, and the life 
of the contract was extended six additional years. 


In 1984 Spain imported 12.2 billion BTUs of LNG from 
Algeria, 8.5 billion BTUs from Libya, and 2 billion BTUs 
came from domestic reserves. In 1985 the sector projects 
imports from Algeria of 15 billion BTUs, 8.5 billion BTUs 
from Libya and an increase in domestic production. 





Growth in electricity consumption in the first five months 
of 1985 has slowed considerably over that shown in 1984. 
It is expected that electricity consumption will grow no 
more than 3 percent in 1985. 


Because of this and increased gas imports, there is 
expected to be no change in the 1984 GOS decision to 
freeze construction of all nuclear plants underway except 
for the two closest to completion. 


Implications for American Business 


Spain's imports continue to decline in dollar terms, in 
accord with its still weak economy and fairly tight fiscal 
and monetary policy. US non-agricultural exports, 
however, have maintained their share of this declining 
market, with investment goods doing fairly well, while 
intermediate and consumer goods are moving slowly. 

Special attention has been paid to selling to Spain's 
export sector which, although not growing at nearly the 
rate of 1984 when it drove the increase in GDP that year, 
has managed to maintain a higher level of exports than in 
the past. New American investments in Spain are also 
generating export opportunites for US exporters . Service 
exports continue to do better than product exports and we 
see a wide range of good prospects for these. We now have 
market research on medical services and insurance and are 
in the process of doing contracted studies on franchising 
and computer software and services. With this sound 
research base we will be able to better plan our 
assistance to firms selling these services to Spain. 


Tourism and Travel 


We have been particularly successful in our program to 
promote tourism and travel to the USA through a very 
active Visit USA Committee supported by USTTA and USFCS 
Spain. Major events so far this year have been the USA 
Pavilion at FITUR 85, the fourth largest exhibit in the 
show, and placement of a ten page color supplement in the 


Sunday magazine of the largest circulation newspaper in 
Spain. 





At the same time American travel industry firms are paying 
increasing attention to establishing themselves in Spain. 
Over the last 18 months four American air carriers have 
established new offices here. Hotel operators are also 
moving in, led by the opening in Madrid of the first of 
five new Holiday Inns planned for Spain. Firms interested 
in attracting more visitors from Spain to the USA or in 
establishing themselves here should contact the USFCS 
Madrid office for details on joining the Visit USA 
Committee. 


Entertainment 


Entertainment services are doing very well led by US 
dominance of the movie and video markets. A recent survey 
showed that over 70 percent of films being shown in first 
run theaters were American and that some 90 percent of 
video programs used for the 1 million plus VCRs in place 
in Spanish homes were from the USA. 


Insurance 


Insurance premiums collected in 1983 amounted to dollars 
2.8 billion, an amount that is expected to triple in the 
next ten years. US firms are well placed in this market 
and large scale consolidation of small firms resulting 
from the Insurance Law of 1984 makes this a particularly 
favorable time for additional US firms to enter the 
Spanish market. 


Computers - Hardware and Software 


Computer peripherals, software and services are shaping up 
to be a much more important market for US exports than 
CPUs. US exports now concentrate more on parts and 
components for Spain's growing computer industry than 
complete units. The US strength has been its ability to 
offer a fuller range of software that in turn has 
influenced hardware purchase decisions (see IMR on Mini 
and Micro Computers in Spain, 1984). Our IMR on Computer 
Software and Services now in preparation will give us a 
better platform from which to promote US offers in this 
sector. Interested firms should also request information 
from their nearest USFCS offices on the Computer Software 
Trade Mission to Spain scheduled for February 1986. 





CAD/CAM, Robotics and "Factory of the Future" 


Closely linked to the computer business is the market for 
CAD/CAM/CAT hardware and software and robotics. These 
topics will be the subjects of market research planned for 
FY 1986. A principal stimulus for these high tech sales 
is the fact that automobiles are Spain's biggest industry 
and to remain competitive as Spain incorporates itself 
into the European Community this key industry will have to 
rely more heavily on these modern management tools. 
Indeed, all Spanish industry confronts the need to 
modernize as tariff barriers come down. 


Electronics 


Spanish industrial development plans are heavily focused 
on electronics industries. We are at this time completing 
an IMR study of the electronic component market with 
emphasis on growth generated by investments under the PEIN 
(National Electronics and Informatics Plan) which 
envisions establishment of new electronics manufacturing 
facilities. A wide variety of foreign investors are 
entering the market or expanding this investment, 


attracted by the incentives offered in the PEIN: Hewlett 
Packard, Thomson, Phillips, Pacific Telesis, Nixdorf, 
Olivetti, Intertechnique, and still pending NCR, ATT, 
Digital Equipment, Corning Glass, Rank Xerox, etc. 


Food Processing 


Spanish entry into the EC will provide a dual impetus for 
modernization and expansion of the country's food 
processing industry. In the first place, Spain will have 
to improve the efficiency of its industry, both production 
of the raw material and processing facilities themselves, 
to be competitive with other EC members. The second spur 
will be the much larger market that will be available with 


reduction of EC tariff and other barriers for processed 
foods. 





Medical Equipment and Health Care Services 


The US continues to hold first place among foreign 
suppliers of medical equipment to Spain. US&FCS Spain was 
successful in assisting US firms in overcoming 
discriminatory practices in applying new Spanish standards 
to electro-medical equipment, thus removing a difficult 
barrier to our sales prospects here. Our recently 
completed contracted study foresees a continued lead role 
for American suppliers in this high tech market. 


US&FCS worked closely over the last year in helping an 


American firm set up a new hospital in Spain. We envision 
additional US facilities being established here, 


primarlily in mental health and rehabilitation care. We 
also see significant growth potential for American sales 


of health and medical insurance in Spain, and health care 
delivery systems in general. 


Consumer Goods 


The overall weak economic performance limits the market 
for US consumer goods. However, the Spanish Goverment's 
recently announced tax cuts are aimed at stimulating 


domestic demand and this could increase consumer goods 
sales prospects somewhat. Good prospects here would be - 
sports equipment, leisure wear and do-it-yourself items. 


Investment 


The Spanish investment picture continues to be one of 
strong investment from abroad while domestic investment is 
still weak. Entry into the EC will stimulate additional 
investment from foreign multinationals, primarily from 
firms in other EC countries seeking to establish their 
Spanish branches. US investors will also be looking 
carefully at entry into the EC as a rationale for 
-increased investment here, both in terms of better access 
to the EC and the expected favorable impact of EC 
accession on overall economic performance. 





Much of the new investment in Spain has been generated by 
the vast array of incentives offered by various government 
or quasi-government bodies. The most active programs are 
those of INI (the Spanish Government holding company) and 
autonomous community owned regional development companies, 
i.e. SODIGA, SODICAMAN, SODICAN, etc. Through a 
combination of investment subsidies, tax relief, 
preferential loans, and incentives to hire unemployed or 
new workers, the investor can obtain as much as four 
dollars worth of investment for each one dollar of his own 
funds invested. Another investment incentive program is 
the ZUR (Zone de Urgente Reindustrializacion) which gives 
similar benefits to new investors in certain areas 
strongly impacted by industrial conversion programs. 

Still another investment incentive is the before mentioned 
PEIN that offers special benefits to investors in the 
electronics and informatics industries. Given the wealth 
of official assists to investors, it is reasonable to say 
that the only things a new investor has to provide are his 
time, energy and entrepreneurial ability. 


Spanish investment in the USA leaped by 270 percent in 
1984 and we see signs that this favorable trend will 
continue. The USA is now the principal destination for 
Spanish investment abroad and the US is the largest 
foreign investor in Spain, a development that points 


toward increasingly stronger economic and commercial ties 
between the two countries. 


Upcoming Promotional Events 
9/17-22/85 Vigo International Fisheries Fair 


9/22-28/85 Medical Equipment Seminar Mission, 
Madrid/Barcelona 


2/5-7/86 Computer Software Trade Mission, Madrid 


1/28-2/2/86 FITUR' 86 International Tourism Fair 
with Visit USA Committee, Madrid 


3 or 4/86 Water Resources Seminar Mission 
Madrid-Barcelona 


3/8-13/16 Alimentaria' 86, NMFS Seafood Exhibition 
in Barcelona 





You might be, if you don’t have current, up-to-date in- 
ARE formation on the countries to which you are marketing. 
Overseas Business Reports and Foreign Economic 
YOU Trends and their Implications for the United States 
offer country-by-country reports with the information 
EXPORTING you need to succeed in overseas business. 
Overseas Business Reports (oBr’s) 
BLINDFOLDED? bring you detailed information on overseas trade and 


investment conditions and opportunities. They'll bring 
you the latest marketing inforraation on countries offering 


good potential as sales outlets for U.S. goods. You'll find 


information on: 


@ trade patterns @ transportation 

@ industry trends @ trade regulations 

@ distribution channels © market prospects for 

@ natural resources selected U.S. products 

@ population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 
twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in more than 100 countries. This series is essential 
for analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 


@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 

@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 

@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 


U.S. Department of Commerce e International Trade Administration 
AS SRSA SRE SU PET CS ARI A EET NE SIE NTS TL NT IEE DEEL T TCE LIE ND IEG LEI NILE ENN ELLE SELLE SEERA ULE AE ALE EELS YE ATE ANE EEA IR SR ONE ERR DRE EI 
ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 
Credit Card Orders Only 
Enclosed is$_._—S——SA). Ce, ao 
C money order, or charge to my Total charges $______—_—sCFFilll in the boxes below. 


Deposit Account No. Credit 


CELLL LI Meal soca Card No. CLELITITFELC LE Tal abel 


Expiration Date 
Order No. Month/Year (Jiel-T 
Enter my subscription to: [] Overseas Business Reports $26 per year ($32.50 overseas) For Office Use Only 
0) Foreign Economic Trends at $70 ($87.50 overseas) Quantity Charges 


Company Name Enclosed 


To be mailed 
Individual s Name— First Last Subscriptions 
| 
| Postage 


Foreign handling 


MMOB 
City State ZIP Code 


| | | | a4 | | OPNR 


(or Country) UPNS 


haa] Pa | | Discount 


PLEASE PRINT OR TYPE Retund 


Street address 





The U.S. Government Wants 
You to be Well Informed 
About Foreign Investment 


That is why the U.S. Department of Commerce monitors 
foreign direct investment in the United States. Its Office of 
Trade and Investment Analysis identifies foreign interests and 
other data relating to size, location, and industry sector of 
individual foreign direct investment transactions. 


For the low price of $23.00, you can have ten complete years 
of valuable data in the three convenient-to-use tabular for- 
mats of Foreign Direct Investment in the United States: Com- 
pleted Transactions, 1974-1983. For this one price, you will 
obtain foreign direct investment data by source country (Vol. 
1), by industry sector (Vol. Il), and by state location (Vol. 
lll). Each volume also includes an analysis of trends and 
developments in foreign direct investment transactions in the 
United States during the covered ten-year period. 


So don’t delay, send for your set today! 


U.S. DEPARTMENT OF COMMERCE 
International Trade Administration 


a hag, 


. ss 
eee Get ee ae ee ee ee ae es ee es ee ee ee es ee ae ee ee 


ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 


— i 
Enclosed is $ OC check, Credit Card Orders Only 


C money order, or charge to my Total charges $____ Fill in the boxes below 
Deposit Account No. Credit 


A : Card No | 
| | | 
Expiration Date 


emer we. Month/Year tte) 


Please send ___ sets of Foreign Direct Investment 
in the United States: Completed Transactions, 1974-1983 For Office Use Only 

at $23.00 per set. S/N 003-009-00458-6. Quantity Charges 
Name—First, Last 


Mem eg To be mailed 


Company name or additional address line Subscriptions 


Be eee Postage 


Street address Foreign handling 


Ce teed! 11d te 


City | State ZIP Code 


(or Country) kidd LL Ped ee 
SSC RRR |_| 


PLEASE PRINT OR TYPE 
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